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After the Subprime Lending Crisis and the International Crisis, the World Economy 
returned to normal very slowly. Meanwhile, the growth rate of Chinese economy also dropped 
from the high level to a lower level. With the market demand growing slowly and the 
competition becoming more intense, the enterprises in the electrical equipment manufacturing 
industry were being in a bad situation and had less profit. As the State Grid brought out the 
EHV and UHV（DC） power transmission project and the Smart Grid Construction project, 
these enterprises knew that they would meet opportunities and challenges in the future. How 
the state-owned enterprises got rid of the negative profit? Henan Pinggao Electric Co.,Ltd and 
China Xidian Electric Co.,Ltd both gave out the different answers. 
In this article, we collect Pinggao’s and Xidian’s financial data from 2010 to 2014. And 
then, we deal with these data by the financial analysis method. We analyse the structure of the 
financial statements，the change of the financial indicators, the factor decomposition of these 
financial indicators, and then we compare the difference of financial position，financial 
performance, financial policy between the two companies. We also find out the advantages 
and defects of the two companies .At last, we bring out some conclusions, and give out some 
advice. These conclusions can propose some reference for the two companies , and also can be 
useful for other companies. 
The whole article is divided into eight chapters: in the first chapter, we briefly summarize 
the background, and explain the reason for this topic, and instruct the main content and the 
research framework. In the second chapter, we mainly introduces the features of the electrical 
equipment manufacturing industry, and then we briefly analyse the macro-environment of the 
industry. In the third chapter, we introduce the two companies’ base condition, such as the 
products and services、the development strategy. In the fourth chapter, we compare the 
structure and trend of the two companies' balance sheet, statements of income and cash flow. 
In the fifth chapter, we analyse the two companies' financial indicators, including the 
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the performance of capital market and so on. In the sixth chapter, we make a decomposition 
analysis of the financial indicators, including ROE, risk, self sustainable growth rate, EVA and 
so on, and tries to discuss the companies’ ability of earning profits, cash creating, risk control, 
growth and value creating. In the seventh chapter, we compare the two companies' financial 
strategy matrix and evaluate the financial policy. Finally, in the eighth chapter ,we make a 
summary and give out some advice . 
Through the research, we find out that Pinggao use the higher financial leverage and 
higher turnover in the operation ,and superior to Xidian in the ability of earning profits, 
growth and value creation. While XiDian make full use of the advantage in capital operation, 
and use higher operating leverage and lower financial leverage. It is better in the ability of 
cash creating, risk control. So, our advice is that: Pinggao also may set up a unified funds 
operation platform, which can strengthen the management of funds, accelerate the recovery of 
the accounts receivable, reduce risks; meanwhile Xidian can update the management system, 
increase the investment on production and technology, improve the operational efficiency and 
the ability of profitability. 
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